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REPORT OF THE DIRECTORS 


TO THE SHAREHOLDERS 


In 1965, new heights were attained in the production of newsprint in 
Canada, and in shipments, principally to the United States where approxi- 
mately 79% of Canadian production is sold. Consumption in the United States 
attained 8,450,000 tons being an increase of 4.6% over the previous year. 


This is a new record. 


Such favourable market conditions have benefited the Company. The 
Mill operated at full capacity in 1965, and operated for seven days of the 


week during four weeks of the last quarter. 


Mill improvements to increase productive capacity and to assure 
better control of quality were effected at a cost of $776,247. The effect of 
these improvements on production was only partly realized in 1965. We will 
benefit more fully during the current year. Improvements in the Woods 
division cost $252,037, forming a total of $1,028,284 expended in the Mill 


and Woods Divisions. 


Net earnings for the year amounted to $1,492,854 being the equivalent 
of $0.83 per share compared with $1,563,313 or $0.87 per share in 1964. 
This difference results from a slight decrease in shipments and an increase 
in production costs. Profit on exchange before income taxes amounted to 
$828,269 compared with $817,212 in 1964. 


During the fiscal year, long term debt was reduced by $575,700 through 
maturities and sinking fund payments. Long term debt on 31st December 
1965 amounted to $3,145,000. Working capital on the same date amounted 
to $7,242,299, an increase of $765,033 for the year. 


In the month of October 1965, a new collective labour agreement was 
entered into for a term of three years, expiring on 30th April 1968. The 
terms of this agreement are comparable to the settlement reached in 1965 


with various labour unions in respect of other pulp and paper mills in Quebec. 


The increase in consumption of newsprint in the United States and 
Canada since 1960 amounts to 234,000 tons per year, that is a rate of 
increase of 2.7% per year and it is estimated that the consumption in North 
America will reach 10,500,000 tons in 1970, compared to 9,050,000 tons in 
1965. To meet this demand, numerous expansion projects are being carried 
out in Canada and the United States. Similar projects are under study by 


the Company’s Directors. 


We anticipate that the mill might be operated in 1966 on the basis of 
a seven-day week if Sunday production is authorized by the Government. 


This would result in increased production and shipments and would have 
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a favourable effect on earnings. The Company will benefit from an increase 
in the price of newsprint of $5.00 per ton, United States funds, to become 


effective in the course of the second quarter. 


On behalf of the Board of Directors, 
MARK DONOHUE 


President. 


Quebec, March 22, 1966. 


WORKING CAPITAL page 5 


The working capital at December 31, 1965 amounted to $7,242,299 
compared with $6,477,266 at December 31, 1964. This increase of $765,033 
is explained as follows: 


Sources of Funds: 


IWGGREGETNNO Seti cera eee a) ess ss ON $1,492,854 
DDE PLeClAtiOn & esas. seek 5 os hk ee ee 712,266 
WIEOICCIONS Heer heuer crim Gee eae enti s 208,567 
Tax reduction applicable to future years..... 80,768 $2,494,455 


Application of Funds: 


Appropriation for the redemption of long term 
GELS tape ge haar. Ned pete tet ab vga De rer 0 eee a ee a $ 468,000 


DiNsGendSi see eS bn ao wks 720,000 
Cost of additions to fixed assets... $1,049,606 


Less: payments out of funds set 


aside for this purpose...... 622,899 426,707 
Funds set aside towards cost of capital improve- 
ments to be completed in 1966........... 102,342 
Increase in prepaid expenses and deferred 
rol SF sod Wa lay Nog: aerate Re AMM aSIneN R Cnn eer oe ae 12,373 1,729,422 


Increase in Working Capital............... $ 765,033 


Current assets at December 31, 1965 amounted to 6.5 times current 
liabilities. 


DONOHUE BROTHERS ElMilt ep 
AND SUBSIDIARY COMPANY 
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CONSOLIDATED BALANCE SHEE’ 


(with comparative figure 


ASSETS 
1965 1964 
CURRENT ASSETS: 
Cashiers oot ee ee Ree Se aren ree eee ee ee $ 1,184,424 $ 1,322,823 
Government bonds and short-term investments (market 
value $2,627,489). Po yaa ee ee ee 2,555,905 2,336,228 
Accounts receivable? 5.5) cic. a ee eee 1,147,222 1,071,447 
Inventories, at cost: 
Finished products, supplies, pulpwood and 
expenditures on current logging operations....... 3,672,258 3,267,013 
TOTAL \CURRENT ASSETS#.2.0-02. 0 2— $8,559,809 $ 7,997,511 
OTHER ASSETS: 
Short-term investments to cover cost of property 
additionsir.!)5. 5 ola Seed ce iio ee ee $ 393,961 $ 914,518 
Prepaid expenses and deferred charges............... 139,847 127,474 
$ 533,808 $ 1,041,992 
FIXED ASSETS: 
Real estate, mills, machinery and equipment, at cost... $14,929,708 $13,894,903 
Accumulated:depreciation. 4.1241 ee eee 9,713,392 9,018,907 
(Note 2) 
$ 5,216,316 $ 4,875,996 
Timber limits, lessidepletions iv 2.5.neenates eee eee 2,960,225 eel WO wag by 
$ 8,176,541 $ 8,047,768 
$17,270,158 $17,087,271 


On behalf of the Board: 


MARK DONOHUE A 
LUCIEN G. ROLLAND Directors. 


AS AT DECEMBER 31, 1965 
s at December 31, 1964) 


LIABILITIES 


1965 1964 

CURRENT LIABILITIES: 
Accounts payable and accrued liabilities.............. $ 700,933 $ 681,553 
PEACOMEECA KES DAV A 1G tea ttt TEN, Chace whe oles Uh aetanicren ores 410,368 565,252 
Sinking fund requirements and notes payable within one 

year, less specific deposits for this purpose.......... 206,209 273,440 

TOTAL“ CURRENA LIABILITIES )7.25.. *$°15317;510 $ 1,520,245 

LONG-TERM DEBT: 
First Mortgage Bonds: 

PATAETIOT TSEC ame leat eet, Shs ees Be Bie hchag Ben $5,000,000 

CO inde a sTe te Feet Degen yy A Cne Pa oat err eet en ce ee ae $ 2,845,000 $ 3,244,000 

(Note 1) 

Unsecured Notes: 

514%, to mature December 1, 1966-68............. 300,000 400,000 
Balance due on purchase price of timber limits........... 76,700 


$ 3,145,000 $ 3,720,700 


Less: Sinking fund requirements and notes payable 
WEN IMNOILCNV CAT at Seto r irene secs nays ee ea 468,000 575,700 


$ 2,677,000 $ 3,145,000 


TAX REDUCTION APPLICABLE TO FUTURE 
YEARS (Note 3). Aah : gear a . $ 80,768 


SHAREHOLDERS’ EQUITY: 
CAPITAL STOCK: 

Authorized: 3,600,000 shares without par value 

Issued and outstanding: 1,800,000 shares........... $ 2,000,000 $ 2,000,000 
REPAINE DV EARNINGS (5 Pee5 lo Tes pe cee 58 11,194,880 10,422,026 


$13,194,880 $12,422,026 


$17,270,158 $17,087,271 


DONOHUE BROTHERS LIMITED 

AND SUBSIDIARY COMPANY 
NOTES TO 
CONSOLIDATED 
FINANCIAL STATEMENTS 
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NOTE 1 — OUTSTANDING FIRST MORTGAGE BONDS: 


1965 1964 

Series ‘‘A’’: 
5% Sinking fund bonds to mature February 15,1967 $ 275,000 $ 410,000 
Series ‘‘B’’: 
4349 Sinking fund bonds to mature February 15, 

1967;/payable in UiS: fundsee tsi eee 200,000 300,000 
Series “‘C”’: 
4°. Serial. bonds to.umature. 19697 mice cee 40,000 


4%, Sinking fund bonds to mature August 15, 1975 695,000 720,000 


Series ‘‘D”’: 
5% Sinking fund bonds to mature December 1, 
1976, payablein U:-S. funds.) 2.7.) 1,045,000 1,110,000 


Series ‘“‘E”’: 
6% Sinking fund bonds to mature February 15, 
1977 epayable'm U.S: funds: .23...5 222.66. eee 630,000 664,000 


Total ship ect erties Ae. portato eres ieee ere ae $2,845,000 $3,244,000 


NOTE 2 — FIXED ASSETS: 


The fixed assets of the Company, other than timber limits, were valued by 
Stone & Webster Canada Limited as at July 31, 1962; according to their 
valuation, the estimated depreciated replacement cost was then $16,888,846. 
By adding to this figure the net cost of fixed assets acquired since that date 
of $2,926,725, the total estimated value as at December 31, 1965 is then 
$19,815,571 whereas the depreciated book value is $5,216,316. 


NOTE 3 — DEPRECIATION AND TAX REDUCTION: 


The current year’s tax reduction of $80,768 is the amount by which income 
taxes otherwise payable in respect of the year have been reduced, starting in 
1965, by claiming for tax purposes, capital cost allowances in excess of the 
depreciation recorded in the accounts. This difference is applicable to those 
future periods in which the amounts claimed for tax purposes will be less 
than the depreciation recorded in the accounts and is accordingly included 
in the balance sheet as ‘‘Tax reduction applicable to future years’’. 


NOTE 4 — COMMITMENTS AND CONTINGENCIES: 


To assist its employees in the acquisition of properties for dwellings or for 
recreational purposes, the Company has guaranteed mortgage loans for a 
total amount of $184,441. 


DONOHUE BROTHERS: EVM ED 
AND SUBSIDIARY COMPANY 


CONSOLIDATED STATEMENTS 
OF EARNINGS AND 
RETAINED EARNINGS 

for the year ended December 31, 1965 


(with comparative figures for the previous year) page 9 


CONSOLIDATED STATEMENT OF EARNINGS 


1965 1964 
Earnings for the year, before taking into account 
{Chesitems sHowniDelOWs. 46 ae oes ee hts we > 3,907,298 SG 45123,517 
Deduct: 
interest:on long-term debt. 5. ..6 +b xee eal. 170,856 198,818 
$ 3,736,402 $ 3,924,699 
WE Precia tions «acca re ee es Sindee 712,266 762,034 


$ 3,024,136 $ 3,162,665 
Provision for income taxes: 
Income taxes payable for the year $1,450,514 1,599,352 
Current year’s tax reduction 


applicable to future periods 
CNOCEES ec As a ets oe 80,768 £51282 


Net earnings for the year.................. $ 1,492,854 §$ 1,563,313 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Balance at beginning of year...'.............. $10,422,026 $ 9,578,713 

Add: 

Netrearmings for the year... see. 2oo< ee sank 1,492,854 1,563,313 
$11,914,880 $11,142,026 

Deduct: 

I IGeTIGS Daleks Ws SON 5 dan Poteet ae 720,000 720,000 

Balance at end of year.................... $11,194,880 $10,422,026 


AUDITORS’ REPORT 


We have examined the consolidated balance sheet of Donohue Brothers Limited and its subsidiary 
Company as at December 31, 1965 and the related consolidated statements of earnings and retained 
earnings for the year ended on that date, and we have obtained all the information and explanations 
which we required. Our examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheet and related consolidated statements 
of earnings and retained earnings, supplemented by appended notes, present fairly the financial position 
of the Company and its subsidiary Company as at December 31, 1965, and the results of their operations 
for the year ended on that date, in accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. ; fie 

SAMSON, BELAIR, COTE, LACROIX 
ET ASSOCIES 


QUEBEC, March 7, 1966. Chartered Accountants 
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STATISTIQUES 


1956 


1957 


1958 


1959 


1960 


1961 


1962 


1963 


1964 


1965 


Production 
Totale 
(tonnes) 


87,427 
82,440 
87,788 
100,402 
102,500 
103,815 
109,165 
106,634 
110,454 


112,846 


Bénéfices avant 
amortissement 
et imp6ots sur 


le revenu 


$2,068,929 


1,880,412 
2,018,625 
2,353,058 
Ri Si,230 
2,949,947 
3,672,085 
3,668,473 
3,924,699 


3,736,402 


POUR 


Provision 
pour 


amortissement 


$288,954 
254,998 
375,803 
486,931 
554,066 
582,909 
601,707 
697,930 
762,034 


712,266 


LES 


ANNEES 


Provision 
pour 
impots sur 
le revenu 
$839,260 
752,694 
757,469 
925,216 
1,115,270 
1,201,347 
1,624,748 
1,539,455 


1,599,352 


1,531,282 


Bénéfices nets 


$940,715 
872,720 
885,353 
940,911 
1,067,899 
1,165,691 
1,445,630 
1,431,088 
1,563,313 


1,492,854 


*Le gain par action et le dividende sont basés sur le capital-actions actuel de 1,800,000 actions. 


Gain 
par 


action * 


1956-1965 


Dividende 
par 
action * 


0.31% 
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